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** R E V I S E D ** 
 
 

JOINT LEGISLATIVE BUDGET COMMITTEE 
  Tuesday, August 12, 2008 

  9:30  A.M. 
  Senate Appropriations, Room 109 

 
MEETING NOTICE 

 
- Call to Order 
  
- Approval of Minutes of June 18, 2008. 
  
- DIRECTOR'S REPORT (if necessary). 
  
- EXECUTIVE SESSION 
 A.  Arizona Department of Administration, Risk Management Services - Consideration of  

      Proposed Settlements under Rule 14. 
 B.  Arizona Department of Administration - Review for Committee the Planned Contribution  

      Strategy for State Employee and Retiree Health Plans as Required under A.R.S. § 38-658A. 
  
1. DEPARTMENT OF EDUCATION  
 A.  Review of Qwest Settlement 
 B.  Review of Expenditure Plan for Incentive Funding from the Workforce Investment Act. 
 C.  Review Providing Funding to Displaced Pupils Choice Grants Program and Arizona  

      Scholarship for Pupils with Disabilities Program under A.R.S. § 15-901.03. 
  
2. DEPARTMENT OF HEALTH SERVICES - Review of Behavioral Health Title XIX Capitation 

Rates Changes. 
  
3. ARIZONA DEPARTMENT OF REVENUE - Review of Business Reengineering/Integrated 

Tax System Contract Amendment. 
  
4. ATTORNEY GENERAL 
 A.  Review of Allocation of Settlement Monies - State v. Bill Heard Chevrolet, Inc. 
 B.  Review of Allocation of Settlement Monies - State v. Express Scripts, Inc. 
  
5. ARIZONA OFFICE OF THE COURTS - Review of Reimbursement of Appropriated Funds. 
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6. ARIZONA STATE RETIREMENT SYSTEM - Review FY 2009 Information Technology 

Expenditure Plan. 
  
7. ARIZONA DEPARTMENT OF TRANSPORTATION - Review of Third Party Progress 

Report. 
  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Chairman reserves the right to set the order of the agenda. 
8/4/08 
8/5/08 
8/8/08 
sls 
lm 
 
People with disabilities may request accommodations such as interpreters, alternative formats, or assistance with physical 
accessibility.  Requests for accommodations must be made with 72 hours prior notice.  If you require accommodations, 
please contact the JLBC Office at (602) 926-5491. 
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MINUTES OF THE MEETING 

 
JOINT LEGISLATIVE BUDGET COMMITTEE 

 
June 18, 2008 

The Chairman called the meeting to order at 8:40 a.m., Wednesday, June 18, 2008, in Senate Appropriations Room 
109.  The following were present: 
 
Members: Senator Burns, Chairman  Representative Pearce, Vice-Chairman 
 Senator Aguirre Representative Cajero Bedford 
 Senator Harper Representative Lopez  
 Senator Verschoor Representative Rios 
 Senator Waring Representative Yarbrough 
  
  
Absent:  Senator Aboud Representative Adams 
 Senator Garcia Representative Biggs 
 Representative Boone 
 
 
APPROVAL OF MINUTES 
 
Hearing no objections from the members of the Committee to the minutes of April 22, 2008, Chairman Burns stated 
that the minutes would be approved. 
 
EXECUTIVE SESSION 
 
Representative Pearce moved that the Committee go into Executive Session.  The motion carried. 
 
At 8:45 a.m. the Joint Legislative Budget Committee went into Executive Session. 
 
Representative Pearce moved that the Committee reconvene into open session.  The motion carried. 
 
At 9:24 a.m. the Committee reconvened into open session. 
 
A. Arizona Department of Administration - Risk Management Services - Consideration of Proposed 

Settlements under Rule 14. 
 

Representative Pearce moved that the Committee approve the recommended settlement proposal by the 
Attorney General’s Office in the cases of:   

 
1. Wilbur v. State v. HDR Engineering, Inc. 
2. Quiroz v. State of Arizona, et al. 
3. Carolina Torres, et al. v. State of Arizona 



- 2 - 
 

(Continued) 

4. Edward D. Johnson, et al. v. State of Arizona 
 
The motion carried. 
 
Representative Pearce moved that the Committee approve the recommended settlement proposal by the Attorney 
General’s Office in the case of The Estate of Rueben Persson, et al. v. State of Arizona, et al.  The motion carried. 
 
B. Arizona Department of Education - Review of E-Learning Contract 
 
  This item was held.  The Committee did not take action. 
 
ATTORNEY GENERAL (AG) 
 
A. Review of Intended Use of Monies in the Antitrust Enforcement Revolving Fund. 
 
Ms. Marge Zylla, JLBC Staff, stated that the Attorney General’s (AG) office is requesting to expend above their 
appropriation for the Antitrust Enforcement Revolving Fund in FY 2008.  A General Appropriation Act footnote 
states that the AG cannot spend in excess of $243,200 without JLBC review.  The AG is requesting to expend 
$307,300 in FY 2008, which is primarily for personnel costs associated with non-attorney staff positions that 
support the Antitrust Unit.  Since this fund has a sufficient fund balance and the proposed uses of the fund are 
consistent with statute, JLBC Staff recommended a favorable review of this item. 
 
Representative Pearce moved that the Committee give a favorable review of the intended expenditures of $307,300 
in Antitrust Enforcement Revolving Fund monies.  The motion carried. 
 
B. Review of Allocation of Settlement Monies - State v. Tucson College. 
 
Ms. Zylla stated that the Attorney General’s office is requesting a favorable review of the allocation of monies 
received from a settlement with Tucson College.  The AG’s office entered into a settlement on March 2008 and this 
resolved a lawsuit alleging that Tucson College had misrepresented their criminal justice program from August 2006 
to June 2007.  The total settlement is estimated to be $425,000.  Tucson College is required to fully refund the 57 
students who were involved in the Criminal Justice program, which the AG estimates to be about $275,000 of the 
total.  The remaining $150,000 will go to the Attorney General’s office to be deposited into the Consumer Fraud 
Revolving Fund.  These monies will be used for attorney’s fees, costs of the investigation and to support consumer 
fraud investigation, consumer education and enforcement of the Consumer Fraud Act.  The JLBC Staff 
recommended a favorable review of this item. 
 
Representative Pearce moved that the Committee give a favorable review of the allocation plan from the Tucson 
College settlement.  The motion carried. 
 
C. Review of Allocation of Settlement Monies - State v. Merck & Co., Inc. 
 
Ms. Zylla stated that the Attorney General’s office is requesting a favorable review of a recent consent judgment 
against Merck & Co., Inc., which is a pharmaceutical company.  This judgment is based on Merck’s Consumer 
Fraud Act violations with the sale and marketing of the anti-inflammatory drug Vioxx.  Arizona’s share of the 
settlement is $2.3 million.  This amount will be deposited into the Consumer Fraud Revolving Fund for attorney’s 
fees, costs of the investigation, as well as to support consumer fraud investigation, consumer education and 
enforcement of the Consumer Fraud Act.  The JLBC Staff recommended a favorable review of this item.   
 
Representative Pearce moved that the Committee give a favorable review of the allocation plan from the Merck 
consent judgment.  The motion carried. 
 
ARIZONA DEPARTMENT OF CORRECTIONS - Consider Approval and Review of Requested Transfer of 
Appropriations. 
 
Mr. Martin Lorenzo, JLBC Staff, stated that this item is for approval and review of various Department of 
Corrections transfers of appropriation authority between line items and Special Line Items.  The JLBC Staff 
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recommended Committee approval of the proposed transfers in the Personal Services and Employee Benefits lines 
as well as a favorable review of the transfers within the other line items and Special Line Items.  In addition, the 
JLBC Staff recommended that the Committee approve and favorably review an additional transfer of up to $250,000 
in any given line item in the event actual expenditures differ from estimated expenditures. 
 
Representative Pearce moved that the Committee give a favorable review of the request for the Personal Services 
and Employee Related Expenditure transfers, a favorable review of the remaining transfers and fund shifts, and, in 
addition, the Committee approve and favorably review the shift of up to $250,000 in or out of any line item or 
Special Line Item in the event that these requested transfers do not exactly match department needs through the end 
of the fiscal year.  The motion carried. 
 
DEPARTMENT OF PUBLIC SAFETY - Discussion of the Expenditure Plan for the Gang and Immigration 
Intelligence Team Enforcement Mission. 
 
Ms. Kim Cordes-Sween, JLBC Staff, stated that this item is the Department of Public Safety (DPS) discussion of the 
expenditure plan for the Gang and Immigration Intelligence Team Enforcement Mission (GIITEM).  This item was 
for discussion only.  Pursuant to a General Appropriation Act footnote, DPS is required to submit for review an 
expenditure plan for GIITEM monies prior to their expenditure.  On May 30, DPS notified the Committee of its 
intent to spend $1.6 million of GIITEM monies on the new felony and fugitive task force as a result of a May 
Executive Order.  These funds will be used to track down and arrest individuals who have outstanding felony 
warrants or are fugitives.  The department has also indicated it will not renew its $1.6 million Maricopa County 
Sheriff’s Office project for illegal immigration enforcement, which had been favorably reviewed by the Committee 
in May 2007 in order to fund the new task force. 
 
Discussion ensued on this item. 
 
Phil Case, Budget Officer for DPS responded to member questions. 
 
No Committee action was required. 
 
ARIZONA CRIMINAL JUSTICE COMMISSION - Review of Intended Use of Monies in the Victim 
Compensation and Assistance Fund. 
 
Mr. Jon McAvoy, JLBC Staff, stated that the Arizona Criminal Justice Commission (ACJC) is requesting to increase 
the expenditure authority for FY 2009 in the Victims Compensation and Assistance Fund (VCAF) by $300,000.  
The money for this increase comes from an Attorney General fraud prosecution case which resulted in a settlement 
to the state of $29 million.  Pursuant to statute, 10% of that settlement or $2.9 million was deposited in the Victim’s 
Compensation Fund.  At the rate of $300,000 per year, those settlement monies would be spent down by 
approximately 2012.  These monies are used to pay for crime victim medical expenses, mental health counseling, 
funeral expenses and lost wages.  The JLBC Staff recommended a favorable review of this item. 
 
Representative Pearce moved that the Committee give a favorable review to the additional expenditure of $300,000 
above the original FY 2009 appropriation from the VCAF.  The motion carried. 
 
DEPARTMENT OF ECONOMIC SECURITY - Review of Requested Transfer of Appropriations. 
 
Mr. Jay Chilton, JLBC Staff, stated that this item is a review of requested transfer of appropriations for the 
Department of Economic Security (DES).   
 
The JLBC Staff has provided the following options for the Committee to consider:  1) a favorable review of the 
transfers with a provision that DES use non-appropriate sources and savings to mitigate this shortfall.  2) an 
unfavorable review of the DBME Operating Budget transfer only, with a favorable review of the remaining 
transfers.  Under either option, JLBC Staff recommended that the Committee require that DES report back by July 
15, 2008 on how the department will resolve the entire shortfall including any items not requiring Committee 
review.
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Representative Pearce moved that the Committee give an unfavorable review to the proposed Division of Benefits 
and Medical Eligibility operating budget transfer of $1,500,000 and a favorable review of the remaining transfers 
shown below with the provision that DES use non-appropriated fund sources and savings first to mitigate the 
projected shortfalls (see Table 1). 
 

Table 1       
DES Transfers (In Millions) 

  
General 

Fund 
Other 
Funds Total 

Funding Increases (Transfers To)     
Day Care Subsidy  4.0   4.0 
Children Support Services   5.7  5.7  
Foster Care Placements 4.6   4.6  
Adoption Services 1.5  ___   1.5  
 Subtotal 6.1  9.7  15.8  
      
Funding Decreases (Transfers From)     
TANF Cash Benefits (1.5)   (1.5) 
Transitional Child Care  (4.0) (4.0) 
Children Support Services (4.6)   (4.6) 
Foster Care Placements     ____ (5.7)   (5.7) 
 Subtotal (6.1) (9.7) (15.8) 

 
The Committee requested that DES report back to the Committee by July 15, 2008 on how the department ultimately 
solved the entire shortfall, including any transfers not needing review, one-time monies, or savings from both 
appropriated and non-appropriated sources.  The motion carried. 
 
Without objection, the meeting adjourned at 10:30 a.m. 
 
Respectfully submitted: 
 
 

      
 __________________________________________ 

        Sandy Schumacher, Secretary 
 
 

      
 __________________________________________ 

        Richard Stavneak, Director 
 
 

      
 __________________________________________ 

             Senator Bob Burns, Chairman 
 
 
 
 
 
 
 
 
 
NOTE: A full audio recording of this meeting is available at the JLBC Staff Office, 1716 W.  Adams.  A full 
video recording of this meeting is available at http://www.azleg.gov/jlbc/meeting.htm. 
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DATE:  August 5, 2008 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Steve Schimpp, Deputy Director 
 
SUBJECT: Department of Education – Review of Qwest Settlement 
 
Request 
 
Pursuant to A.R.S. § 15-915(B), the Arizona Department of Education (ADE) requests a favorable review 
of its plan to provide school districts statewide with $12,547,300 in corrected Basic State Aid funding due 
to a recent settlement in the Arizona Tax Court regarding property taxes paid in prior years by the Qwest 
Corporation.   
 
Summary 
 
The Committee has at least the following 2 options: 
 
1. A favorable review of the request, as it conforms with statutory requirements regarding state aid 

corrections required as a result of Arizona Tax Court rulings.   
 
2. An unfavorable review since the full Legislature chose to not add funding for this item in the 

FY 2009 budget. 
 
Analysis 
 
Subject to review by the JLBC, A.R.S. § 15-915(B) requires the Superintendent of Public Instruction to 
reimburse school districts for K-12 “local share” taxes that they must refund to a taxpayer due to an 
Arizona Tax Court ruling that reduces the taxpayer’s assessed property value for prior fiscal years.  In this 
regard, the Arizona Tax Court recently (on April 17, 2008) approved a settlement to a longstanding 
lawsuit involving the Qwest Corporation.  In that lawsuit, Qwest contended that the Arizona Department 
of Revenue (DOR) had overvalued its taxable property in recent years, causing the corporation to pay too 
much in local property taxes.   
 
Under terms of the settlement, Arizona counties, cities, towns, school districts and other local taxing 
jurisdictions collectively must pay Qwest $40 million in tax refunds.  ADE has computed that the school 



- 2 - 
 
district share of the settlement will be $12,547,300.  This amount assumes that the governing boards of all 
affected school districts will request corrected state aid for this issue, as required by A.R.S. § 15-915(B).  
The settlement, therefore, will have the effect of reducing the amount of K-12 local property tax monies 
owed by Qwest for fiscal years 2005, 2006 and 2008 by up to $12,547,300, with the state being required 
to make up the difference pursuant to A.R.S. § 15-915(B).   
 
The computed $12,547,300 total does not include settlement-related interest costs or monies to reimburse 
school districts for taxes paid by Qwest for items other than the QTR and CETR, such as for small school 
district budget exemptions, desegregation, excess utilities, overrides and bond debt service, as those costs 
are not addressed in A.R.S. § 15-915(B).  The state, however, will end up indirectly paying a portion of 
those costs if they are normally funded with primary property taxes (which is not the case for overrides 
and bonding) for districts that already have primary property tax rates that exceed the “1% cap” in the 
State Constitution, as the state pays 100% of “1% cap” costs.  Data with which to estimate their 
settlement-related “1% cap” costs, however, are not available.  Any “1% cap” funding that school districts 
receive for the settlement will be automatically paid through the Additional State Aid program rather than 
through a Basic State Aid correction mandated by A.R.S. § 15-915(B) and, therefore, will not receive 
Committee review.  
 
The computed $12,547,300 amount would be disbursed to individual school districts after their respective 
governing boards requested the monies, which potentially could take place over a period of months.  The 
exact timing of the disbursements, therefore, is not known at this time.   
 
A table showing potential district-by-district disbursements is attached.  The total correction for a district 
would equal the sum of the numbers shown in the last 3 columns of the spreadsheet for the 3 data rows 
shown for each district (1 row for each affected fiscal year).  Mesa Unified, for example, would receive a 
computed correction of $988,600 under the settlement ($152,200 + $152,200 + $39,200 +149,500 + 
149,500 + 38,400 + $153,800 + $153,800 = $988,600).   
 
RS/SSC:ck 
Attachment 
 













































(Continued) 

 STATE OF ARIZONA  
   
 

Joint Legislative Budget Committee 
 

STATE   HOUSE OF 
SENATE 1716 WEST ADAMS  REPRESENTATIVES 
 PHOENIX, ARIZONA 85007  
ROBERT L. BURNS   RUSSELL K. PEARCE 
  CHAIRMAN 2008 PHONE (602) 926-5491   CHAIRMAN 2007 
PAULA ABOUD  KIRK ADAMS 
AMANDA AGUIRRE FAX (602) 926-5416 ANDY BIGGS 
JORGE LUIS GARCIA  TOM BOONE 
JACK W. HARPER http://www.azleg.gov/jlbc.htm OLIVIA CAJERO BEDFORD 
THAYER VERSCHOOR  LINDA J. LOPEZ 
JIM WARING  PETE RIOS 
  STEVE YARBROUGH 

 
DATE:  August 11, 2008 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Steve Schimpp, Deputy Director 
 
SUBJECT: Department of Education – Review Providing Funding to Displaced  
  Pupils Choice Grants Program and Arizona Scholarship for Pupils with Disabilities  
  Program under A.R.S. §15-901.03. 
 
Request 
 
The Chairman is requesting the Committee’s consideration to transfer up to $5 million from the Arizona 
Department of Education’s FY 2009 Basic State Aid appropriation to the Displaced Pupil Choice Grants 
program and the Arizona Scholarship for Pupils with Disabilities Program.  Each program would receive 
up to $2.5 million each.  Any transfers from the Basic State Aid appropriation would require Committee 
review pursuant to A.R.S. §15-901.03.   
 
Summary 
 
The Committee has at least the following options regarding the proposed transfer: 
 
1. A favorable review. 
 
2. An unfavorable review. 
 
Analysis 
 
The Displaced Pupils Choice Grants Program (A.R.S. §15-817.01) and Arizona Scholarships for Pupils 
with Disabilities Program (A.R.S. §15-891) received General Fund appropriations of $2.5 million apiece 
in both FY 2007 (their first year of operation) and FY 2008.  Neither program, however, received an 
appropriation for FY 2009  

 
General Background 
 
The Displaced Pupils Choice Grants Program was established by Laws 2006, Chapter 358.  It provided 
grants to help pay for private school tuition and fees for pupils who had been placed in foster care at any 
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time before they graduated from high school or obtained a  General Equivalency Diploma.  A total of 189 
foster care youth received scholarships from the program in FY 2008.  The maximum scholarship amount 
permitted in statute (A.R.S. §15-817.04) is $5,000 or the total amount of tuition and fees charged by the 
grant school, whichever is less.  ADE indicates that no program monies were spent in FY 2007 and that 
$753,400 was spent in FY 2008.  Unspent monies for those 2 years reverted to the state General Fund at 
the end of FY 2008 (the FY 2007 monies were non-lapsing until June 30, 2008).   
 
The Arizona Scholarships for Pupils with Disabilities Program was established by Laws 2006, Chapter 
340 and provided pupils with disabilities with the option of attending any public school of the pupil’s 
choice or receiving a scholarship to any qualified private school of the pupil’s choice.  Only pupils who 
spent the prior year in attendance at an Arizona public school or who are continuing in the program are 
eligible for scholarships under it.  A total of 186 pupils received scholarships from the program in 
FY 2008.  The maximum scholarship amount permitted in statute (A.R.S. §15-891.04) equals the amount 
of Base Support Level funding that the student otherwise would generate under Basic State Aid formula, 
which varies from roughly $5,000 to $25,000 per pupil depending on their disability.  ADE spent 
$240,200 on the program in FY 2007 and $1,516,300 in FY 2008.  Unspent monies for those 2 years 
likewise reverted to the state General Fund at the end of FY 2008.   
 
Related Court Decisions   

 
Both programs have been subject to a lawsuit that contends that they provide public monies to private and 
religious schools in violation of the state Constitution.  In this regard, a Maricopa County Superior Court 
judge ruled in June 2007 that the programs were constitutional.  The Arizona Court of Appeals overturned 
this decision in May 2008, but the Arizona Supreme Court subsequently ruled in late June 2008 that the 
programs could continue through the 2008-2009 school year pending final resolution.  
 
Fiscal Implications 
 
The Basic State Aid program reverted more monies than expected for FY 2008, which suggests that the 
program may experience lower than budgeted costs for FY 2009 as well.  If so, the proposed transfer 
potentially could be done without causing a Basic State Aid shortfall for the year.  Actual Basic State Aid 
costs for FY 2009, however, will depend on a number of other factors for which data are not currently 
available.   
 
Legal Issues 
 
The transfer may involve two potential legal issues.   If the Committee favorably reviews the transfer, a 
determination will have to be made as to whether this transaction also requires Arizona Department of 
Administration approval.   In addition, the Choice Grants and the Pupils with Disabilities Scholarships are 
both currently authorized in permanent law, but the General Appropriations Act does not contain line 
items for these 2 programs.  Given the requirements in A.R.S. §15-901.03, Committee consideration of 
the transfer is intended to expedite the review process, pending resolution of the legal issues.   
 
RS/SSC:ck 
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DATE:  August 5, 2008 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Jay Chilton, Fiscal Analyst 
 
SUBJECT: Department of Education – Review of Expenditure Plan for Incentive Funding from the 

Workforce Investment Act  
 
Request 
 
A footnote in the FY 2008 General Appropriation Act allows the expenditure of federal Workforce 
Investment Act (WIA) monies in excess of the appropriated amount with Committee review.  
Accordingly, the Arizona Department of Education (ADE), in cooperation with the Department of 
Economic Security (DES), is submitting an FY 2009 expenditure plan for $1,112,979 of WIA incentive 
funds received by the state.  Unlike most Federal Funds, WIA monies are subject to legislative 
appropriation under federal requirements. 
 
Recommendations 
 
The JLBC Staff recommends that the Committee give a favorable review of the expenditure plan.  The 
plan is a continuation of the plan implemented in FY 2007 and FY 2008.  It seeks to increase the number 
of qualified healthcare and other high demand industry occupation workers.  The amount of funding 
available is less than the amount available in FY 2008.  The expenditure plan seems reasonable and 
reflects a collaboration of the parties earning the incentive funds.  The JLBC Staff also recommends that 
performance measures continue to be reported in the statewide workforce development annual report 
required by A.R.S. § 41-1542. 
 
Analysis 
 
The ADE will be the state’s grant recipient for federal WIA funds from the U.S. Department of Labor.  In 
the past 2 years, DES has acted as the grant recipient.  The funds are administered jointly by DES and 
ADE.  Each year the state receives a portion of the federal WIA grant for workforce development in the 
state.  In Federal Fiscal Year (FFY) 2005, the state met the performance requirements to be eligible for 
incentive funds above the normal grant for the first time.  DES received and expended $709,618 in 
incentive funds in state FY 2007.  In FFY 2006, the state again met the performance requirements to be 
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eligible for incentive funds, and received $1,478,972 in state FY 2008.  In FFY 2007, the state met the 
performance requirements to be eligible for incentive funds for a third straight year, and Arizona will 
receive $1,112,979 to be expended in state FY 2009.  A footnote in the FY 2009 General Appropriation 
Act allows monies above the appropriated amount to be expended with prior Committee review. 
 
The funds must be used to provide services authorized by the Workforce Investment Act, the Carl Perkins 
Education Act, or the Higher Education Act.  DES, the Governor’s Council on Workforce Policy 
(GCWP), and ADE developed a plan to use these monies to improve workforce development and training 
activities in healthcare-related and other high demand industry fields.  The new monies to be received in 
FY 2009 will be used to continue and expand the program begun with the monies received in FY 2007 
and FY 2008.  The grant is to be split evenly between Adult Education Services (AES), Career and 
Technical Education (CTE), and DES/Local Workforce Investment Areas (LWIAs).   
 
ADE’s Adult Education Services serves individuals needing Adult Basic or Secondary Education or 
English Language Acquisition for Adults by providing courses in cooperation with local One-Stop centers 
to provide essential skills for individuals wanting to enter a healthcare or other high demand industry 
profession.  AES also provides referrals to Career and Technical Education and WIA programs for 
additional services.  The expenditure plan includes $370,993 for AES. 
 
ADE’s Career and Technical Education Program serves secondary and post-secondary students by 
identifying major occupation needs in healthcare or other high demand industry careers in Arizona, as 
well as specific skills and requirements of healthcare and other high demand industry employers.  CTE 
will also provide assessments to identify job seekers with the necessary skills or potential for a healthcare 
or other high demand industry career.  Exiting students will be referred to further education toward higher 
degrees and certificates and other training needed for healthcare or other high demand industry 
professions.  CTE will also provide coordination of the stakeholder group for the project.  The 
expenditure plan includes $370,993 for CTE. 
 
LWIAs and the local One-Stop Centers serve low-income individuals in need of employment assistance.  
They provide the initial identification and assessment of individual candidates, including WIA eligibility, 
and mentoring and career preparation training specific to healthcare or other high demand industries.  The 
One-Stops also refer job-seekers to AES and CTE or other WIA partners for additional courses, 
assessments, counseling, training, and job search services.  The expenditure plan includes $370,993 for 
the LWIAs. 
 
The plan for FY 2008 identifies the following 3 performance goals: 
 

• Assist WIA partners in improving performance levels in youth numeracy and literacy gains, 
youth/adult/dislocated worker credential attainments, and entered employment and retention 
rates. 

 
• Assist AES partners in increasing the number of participants who enter, retain, and/or improve 

employment or placement into post-secondary education or other training. 
 
• Assist CTE partners in increasing the percentage of client access to industry-based assessments, 

participants meeting industry standards, and individuals entering employment in the allied and 
healthcare occupations and other high demand occupations in Arizona. 

 
These performance goals are similar to those outlined by the 3 partner agencies in the previous 2 years.  
As requested by the Committee, FY 2007 performance measures were reported in the annual statewide 
workforce development annual report required by A.R.S. § 41-1542, which was published in October 
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2007.  This was the first time these measures were reported; and FY 2008 measures are expected in 
October 2008, which will be able to be compared to the previous year’s measures to assess improvement.  
DES and ADE do not discuss how the decrease in funding from FY 2008 to FY 2009 may affect 
performance.  The JLBC Staff recommends that the performance measures contained in the expenditure 
plan again be included in the statewide workforce development report.  
 
RS/JCh:ss 
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DATE:  August 5, 2008 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Amy Upston, Fiscal Analyst 
 
SUBJECT: Department Of Health Services – Review Of Behavioral Health Title XIX Capitation 

Rate Changes 
 
Request 
 
Pursuant to a General Appropriation Act footnote, the Department of Health Services (DHS) must present 
its plan to the Committee for its review prior to implementing any change in capitation rates for the Title 
XIX behavioral health programs.  Capitation rates are the flat monthly payments made to managed-care 
health plans for each Title XIX recipient.  DHS is requesting review of rate changes for the Children’s 
Behavioral Health (CBH), Seriously Mentally Ill (SMI), and General Mental Health/Substance Abuse 
(GMH/SA) Title XIX rates. 
 
Summary of Changes 
 
The department’s capitation rate adjustment includes the following program changes: 

• Further expanding services to address litigation involving behavioral health services to high-
needs children. 

• Shifting the funding of Arizona Department of Juvenile Corrections (ADJC) youth at the Arizona 
State Hospital (ASH) from 100% state funds to Title XIX funds.   

• Increasing intense recovery teams in Pima County for Seriously Mentally Ill adults.    
• Expanding substance abuse services for families who take part in the child welfare system or 

receive TANF Cash Assistance. 
 

It also changes the administrative rate for the department from 4.4% to 3.82%. 
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Recommendation 
 
The Committee has at least the following options: 
 
1. An unfavorable review as the capitation rate exceeds the budgeted amount by a net of $2 million due 

to program expansions. 
2. A favorable review as the excess amount primarily addresses litigation requirements. 
 
Analysis 
 
Table 1 shows the budgeted and proposed capitation rates for each program.  The FY 2009 appropriation 
was developed using proposed capitation rate data reported by the department during session, which 
assumed a weighted capitation rate increase of 3.6% above FY 2008.   
 

Category 
FY 2008 
Actual 

FY 2009 
Budgeted/ 
Proposed 

% Change 
Above 

FY 2008 
Children $63.74 $63.58 (0.3)% 
SMI $78.10 $81.90 4.9% 
General Mental Health $39.84 $42.46 6.6% 

 
Program Changes 
Children’s Behavioral Health 
The proposed Children’s Behavioral Health rate is (0.3) % below the FY 2008 rate.  The main drivers for 
this decline include: 

• An increase of 3.6% (at a cost of $4,350,800) for 2 measures to address stipulations in the JK v. 
Gerard litigation, which alleged that the state failed to provide medically necessary behavioral 
health services accessible to children.  Of this amount, 2.5% will increase the ratio of case 
managers for high-risk children from approximately 1:36 at the end of FY 2008 to 1:24 at the 
end of FY 2009.  The other 1.1% will add more support and rehabilitative services in a child’s 
home or another community setting for high-risk children.   

• An increase of 0.1% to shift the payment of ADJC offenders who reside in ASH from 100% state 
funds to Title XIX funds. 

• A (4.8)% technical decrease. 
 
Seriously Mentally Ill 
The proposed SMI rate is 4.9% above the FY 2008 rate.  The main drivers for this increase include: 

• An increase of 4.9% due to the projected costs of providing services from FY 2008 to FY 2009. 
• An increase of 0.3% (approximately $413,200) for funding in Pima County for intense recovery 

teams (IRTs).  Intense recovery teams provide individualized strategies for high-risk, high-need 
members while providing assertive treatment in the patient’s community.   

 
General Mental Health and Substance Abuse  
The proposed GMH/SA rate is 6.6% above the FY 2008 rate.  The main drivers for this increase include:  

• An increase of 6.5% due to the projected costs of providing services from FY 2008 to FY 2009. 
• A 0.5% (approximately $309,900) increase resulting from a change in billing procedures for 

Arizona Families First (AFF), a program through the Department of Economic Security (DES).  
AFF provides substance abuse services to families who participate in the child welfare system or 
who receive TANF Cash Assistance.  DHS has included a contract amendment which will go into 
effect July 1 requiring providers to utilize Title XIX funding if appropriate.  No savings were 
taken in the DES budget.   
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Budget Impact 
Table 2 shows the FY 2009 appropriations for each population and FY 2009 projections as adjusted for 
the new capitation rates.  Without changes to the enrollment projections and other assumptions used in 
developing the FY 2009 appropriation, the capitation rate changes will exceed the existing FY 2009 
appropriation by $2,021,000 from the General Fund and $5,922,900. 
 
The actual costs of the new capitation rates may be higher or lower than shown in Table 2, depending 
upon the actual number of people that enroll in Title XIX behavioral health programs. 
 

Table 2 
CAPITATED BEHAVIORAL HEALTH SPENDING 

 FY 2009 Appropriation 
 Estimated Need with 

Capitation Rate Changes 

Category Total Funds General Fund Total Funds General Fund 
Children’s Behavioral Health     
 Title XIX $358,971,200 $122,432,700 $361,060,100  $123,145,500 
 Proposition 204 4,532,100 1,546,500 4,559,600 1,555,800 

    

Seriously Mentally Ill     
 Title XIX 201,129,500 68,585,400 202,368,700 69,008,300 
 Proposition 204 208,954,800 71,300,600 210,222,500 71,733,200 

    

General Mental Health/Substance Abuse     
 Title XIX 105,892,800 36,133,300 106,535,200 36,352,500 
 Proposition 204 108,329,900 36,964,900 108,987,100 37,189,100 

    

Medicaid Special Exemption Payments    20,423,900      6,969,100     20,423,900     6,969,100 
 Total $1,008,234,200  $343,932,500 $1,014,157,100 $345,953,500 

    

 Increase Above Appropriation   $5,922,900 $2,021,000 
 

RS/AU:ss 
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DATE:  August 5, 2008 
 
TO:  Senator Robert Burns, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Juan Beltran, Fiscal Analyst 
 
SUBJECT: Department of Revenue – Review of Business Reengineering/Integrated Tax System 

Contract Amendment 
 
Request 
 
DOR requests review of a proposed additional $3.2 million contract amendment for project support of 
implemented BRITS systems through June 2009.  The Revenue Budget Reconciliation Bill (Laws 2008, 
Chapter 290) requires DOR to submit for Committee review any BRITS contract extensions or 
modifications that change the dollar value of the contract.  These contract amendments permit DOR to 
expend BRITS-related General Fund revenue collections without an appropriation. 
 
Recommendation 
 
The Committee has at least the following 2 options: 
 
1) A favorable review of the proposed $3.2 million contract amendment.  The Information Technology 

Authorization Committee (ITAC) approved DOR’s proposal on June 25, 2008. 
 
2) An unfavorable review, since General Fund revenue is used to pay for the contract amendment. 
 
Of the last 3 contract amendments, the Committee unfavorably reviewed the first one and favorably 
reviewed the last two. 
 
Analysis 
 
Background 
 
BRITS is the computer system being implemented by DOR to further automate and integrate their 
separate tax systems, including the transaction privilege tax, and corporate and individual income taxes.  
BRITS was designed to improve enforcement and ultimately increase revenues to the state.  BRITS is 
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being paid for through a gain-sharing arrangement, which pays the vendor 85% of tax enforcement 
revenues above an established baseline amount until the project is paid for.  The state receives the 
remaining 15%.  Enforcement revenue represents collections received through the tax audit and collection 
processes. 
 
DOR’s proposed $3.2 million amendment would extend the vendor’s operational support through the end 
of FY 2009.  Including a remaining balance of $1.3 million for project support from FY 2007 and DOR’s 
direct costs of $1.4 million, the $3.2 million amendment would bring the estimated total cost of BRITS 
operational support to $5.9 million in FY 2009.  As means of comparison, the total cost of BRITS 
operational support was approximately $7.3 million in FY 2008.  DOR attributes the decrease in 
operational support costs to the increased BRITS support provided by internal FTE positions.  The vendor 
currently charges $132 per hour for operational support, as compared to DOR’s average rate of $56 per 
hour. 
 
DOR has previously sought additional General Fund appropriations to transition the program from the 
vendor to DOR.  The Legislature has not fully funded this request.  As a result, DOR has continued to 
rely on these contract amendments since they do not require an appropriation. 
 
ITAC Review 
 
The BRITS project has cost $157.7 million prior to the current $3.2 million proposed amendment.  This 
total includes $6.6 million for the unimplemented document imaging and customer relationship 
management phases.  DOR notes that BRITS has generated new revenues above the BRITS baseline 
sufficient to offset the cost of the proposed $3.2 million amendment.  It is difficult, however, to evaluate 
how much in additional revenues can be directly attributed to BRITS, as other factors unrelated to BRITS 
affect the level of collections.  JLBC Staff has previously reported on this issue to the Committee.   
 
JB:sls 
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DATE:  August 5, 2008 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Marge Zylla, Assistant Fiscal Analyst 
 
SUBJECT: Attorney General – Review of Allocation of Settlement Monies – State v. Bill Heard 

Chevrolet, Inc. 
 
Request 
 
The General Appropriation Act (Laws 2007, Chapter 255) contains a footnote that requires JLBC review 
of the expenditure plan for settlement monies over $100,000 received by the Office of the Attorney 
General (AG) or any other person on behalf of the State of Arizona, prior to expenditure of the monies.  
Settlements that are deposited in the General Fund pursuant to statute do not require JLBC review.   
 
This request is for review of a $225,000 allocation to the AG and an unknown amount of concessions to 
consumers from Bill Heard Chevrolet, Inc.  
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the allocation plans from the 
Bill Heard settlement.  The allocation plans are consistent with A.R.S. § 44-1531.01, which relates to the 
distribution of monies recovered as a result of enforcing consumer protection or consumer fraud statutes. 
 
Analysis 
 
The Attorney General entered into a settlement with Bill Heard Chevrolet, an auto dealership in 
Scottsdale, Arizona, on June 4, 2008.  The settlement resolves a lawsuit alleging misrepresentations in 
auto sales advertisements.  The lawsuit included allegations that Bill Heard Chevrolet did not disclose all 
terms and conditions of auto sale offers and did not always honor the advertised discounts. 
 
The settlement does not acknowledge any wrongdoing on the part of Bill Heard Chevrolet.  It requires 
Bill Heard Chevrolet to accurately advertise their inventory numbers related to promotional discounts, 
uphold the conditions of the advertisements, develop procedures to implement the consent judgment, and 
train its employees and independent marketing companies accordingly.  The consent judgment also 
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requires Bill Heard to provide a mechanism for consumers to file complaints with the Attorney General 
until September 2008 for any consumer incidents occurring on or after March 1, 2007.  Bill Heard 
Chevrolet will individually review and resolve these according to the terms of the settlement.   
 
The settlement also requires Bill Heard Chevrolet to pay $225,000 to the AG in installments to be 
completed by the end of 2008.  This amount will be deposited into the Consumer Fraud Revolving Fund 
for attorneys fees, investigation costs, and to support consumer fraud investigations, consumer education, 
and enforcement of the Consumer Fraud Act.  
 
RS:MZ/ss 
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DATE:  August 5, 2008 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Marge Zylla, Assistant Fiscal Analyst 
 
SUBJECT: Attorney General – Review of Allocation of Settlement Monies – State v. Express 

Scripts, Inc. 
 
Request 
 
The General Appropriation Act (Laws 2007, Chapter 255) contains a footnote that requires JLBC review 
of the expenditure plan for settlement monies over $100,000 received by the Office of the Attorney 
General (AG) or any other person on behalf of the State of Arizona, prior to expenditure of the monies.  
Settlements that are deposited in the General Fund pursuant to statute do not require JLBC review.   
 
This request is for review of a $65,000 allocation to the AG and a $185,700 allocation to be used by non-
profit organizations to benefit Arizona prescription drug consumers. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the allocation plans from the 
Express Scripts settlement.  The allocation plans are consistent with A.R.S. § 44-1531.01, which relates to 
the distribution of monies recovered as a result of enforcing consumer protection or consumer fraud 
statutes. 
 
Analysis 
 
Arizona, along with 29 other states, entered into a consent judgment with the pharmacy benefit 
management company, Express Scripts, Inc., on May 27, 2008.  The settlement resolves a lawsuit 
alleging Express Scripts engaged in actions including overstating the cost benefits to patients of switching 
medicines and not disclosing that rebates from switching drugs would be earned by Express Scripts.    
 
The settlement requires Express Scripts to inform patients and doctors of patient costs, differences in side 
effects and efficacy, and Express Scripts’ financial incentives when attempting to interchange drugs. 
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The total Express Scripts settlement amount is $9.3 million, of which Arizona will receive $250,700.  Of 
Arizona’s total, $185,700 must be used by non-profit organizations to benefit low-income, disabled, or 
elderly consumers of prescription medications; to promote lower drug costs for state residents; to educate 
consumers concerning the cost differences among medications; or for similar purposes. These non-profit 
organizations will be determined in accordance with a Request for Proposal that also includes settlement 
monies from the Caremark consent judgment that the Committee favorably reviewed in April 2008.   
 
The remaining $65,000 of the Arizona settlement monies will be used by the AG for attorney’s fees and 
investigative costs, consumer fraud education, and for investigations and enforcement of the Consumer 
Fraud Act. 
 
RS:MZ/ss 
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DATE:  August 5, 2008 
 
TO:  Senator Robert Burns, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Jon McAvoy, Fiscal Analyst 
 
SUBJECT: Administrative Office of the Courts – Review of Reimbursement of Appropriated Funds 
 
Request 
 
Pursuant to Laws 2008, Chapter 285 (General Appropriation Act), the Administrative Office of the Courts 
(AOC) requests review of the expenditure of $3.9 million in reimbursements during FY 2009. 
 
The Auditor General issued a report in September 2005 stating that AOC had not been properly notifying 
the JLBC Staff of similar reimbursements in the past.  Since that time, a footnote in the General 
Appropriation Act has required AOC to submit the intended use of these reimbursement monies for 
Committee review. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review to the agency request.  These 
projected reimbursements total $3,912,500 in FY 2009.  In FY 2008, AOC projected collecting 
$3,784,500.  Actual collections in FY 2008 totaled $4,068,900. 
 
The Committee has favorably reviewed similar AOC requests in prior years. 
 
Analysis 
 
A.R.S. § 35-142.01 states that if an agency receives a reimbursement from federal or other sources, that 
agency is permitted to retain and expend those monies as long as the agency director determines that they 
are necessary for the agency’s operation.  The agency director also must determine that the Legislature 
did not specifically consider and reject such reimbursement during the agency’s original budget 
appropriation. 
 
This statute also requires that the agency director shall notify in writing the JLBC, the Governor’s Office 
of Strategic Planning and Budgeting and the state comptroller. 
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The reimbursements consist of monies received by AOC for services provided to local courts and their 
personnel.  These monies replace appropriated monies that were spent in FY 2008 for the following 
services: 
 
Arizona Court Automation Project Charge-backs 
Courts throughout the state that participate in AOC’s statewide automation projects are billed semi-
annually for the costs of providing network services.  Courts then reimburse AOC for these costs, which 
include software, hardware, network connections and program development and support.  AOC estimates 
that local courts will reimburse an estimated $1,665,000 in FY 2009.  In FY 2008, AOC projected 
collecting $1,600,000.  Actual collections were $1,804,600. 
 
Parental Payments 
Parents whose children receive juvenile treatment services are billed after probation departments or 
juvenile courts determine the parents’ ability to pay.  Parents usually make payments on a weekly or 
monthly basis to the local court, which transmits the monies to AOC.  AOC estimates that parents will 
make approximately $400,000 in payments in FY 2009.  In FY 2008, AOC projected collecting $480,600.  
Actual collections were $366,600. 
 
Westlaw 
Superior Courts are billed for a portion of the cost of the contract with West Publishing, a firm that 
publishes legal reference materials used by judges and other court personnel.  Maricopa and Pima County 
Superior Courts are billed twice a year, and Superior Courts in other counties are billed yearly.  AOC 
estimates that Superior Courts will reimburse $35,000 in FY 2009.  In FY 2008, AOC projected 
collecting $34,900.  Actual collections were $49,700. 
 
Foster Care 
AOC pays for administering and conducting reviews of foster care cases.  Federal Title IV-E monies are 
then sought to assist in funding this program.  AOC estimates that $480,000 will be received in FY 2009.  
Monies are received monthly.  In FY 2008, AOC projected collecting $476,000.  Actual collections were 
$535,400. 
 
Juvenile Treatment 
AOC pays for costs of contracting with treatment providers to serve juveniles adjudicated as delinquent.  
Federal regulations allow AOC to seek federal Title IV-E reimbursement for costs related to treatment 
and administration.  Reimbursement for treatment costs is received monthly, and administrative cost 
reimbursement is received quarterly.  AOC estimates that $484,500 will be reimbursed by the federal 
government in FY 2009.  In FY 2008, AOC projected collecting $511,000.  Actual collections were 
$575,600. 
 
Maricopa County Probation – Vehicles 
County probation departments use state-owned vehicles to conduct probation business, and the Arizona 
Department of Administration bills AOC for the motor pool costs associated with each county.  However, 
Laws 2006, Chapter 261 prevents AOC from using state funding for probation services within Maricopa 
County.  Because of this requirement, AOC bills Maricopa County for the cost of its usage of the state 
vehicle fleet.  AOC estimates it will receive $750,000 from Maricopa County in FY 2009.  In FY 2008, 
AOC projected collecting $682,000.  Actual collections were $736,900. 
 
GPS Charge-backs 
Pursuant to Laws 2008, Chapter 286, AOC will periodically charge each local probation fees account an 
amount established annually by the Supreme Court to cover a proportional share of the cost of monitoring 
devices.  AOC estimates it will receive $98,000 in FY 2009. 
 

(Continued) 
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Table 1 shows these reimbursements: 
 

Table 1 
AOC Reimbursements 

FY 2009 
Reimbursement Amount 
ACAP Charge-backs $1,665,000
Parental Payments 400,000
Westlaw 35,000
Foster Care 480,000
Juvenile Treatment 584,500
Maricopa County Probation – Vehicles 750,000
GPS Charge-backs      98,000

Total $3,912,500
 
RS/JM:ck 
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DATE:  August 5, 2008 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Marge Zylla, Assistant Fiscal Analyst 
 
SUBJECT: Arizona State Retirement System – Review of FY 2009 Information Technology 

Expenditure Plan 
 
Request 
 
The Arizona State Retirement System (ASRS) requests Committee review of their FY 2009 Information 
Technology (IT) Expenditure Plan.  ASRS was appropriated $2,747,100 in FY 2009 for expenses 
associated with operation and upgrades to the information technology system.  A General Appropriation 
Act footnote requires ASRS to seek Committee review of each year’s expenditure plan prior to any 
expenditure. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the FY 2009 IT expenditure 
plan.  These are on-going, IT operating expenditures and are comparable to the FY 2008 spending level. 
The Committee has favorably reviewed this plan in prior years. 
 
Analysis 
 
The ASRS Plan is intended to address IT inefficiencies and to position the agency for increases in the 
longevity of retirees and the actual number of retirees as the “baby boomer” generation reaches 
retirement. 
 
ASRS has submitted an expenditure plan for the $2,747,100 allocated in FY 2009 for the IT Plan, which 
includes 20 FTE Positions and document imaging and network upgrade spending.  Table 1 details the 
components of the $2,747,100 allocated in FY 2009. 
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Table 1 
FY 2009 Appropriations Expenditure Plan 

   
 IT 

Operating 
Costs 

 
Document 
Imaging 

Network/ 
Software 
Upgrade 

 
 

Total 
FTE Positions 18 2 -- 20 
     

Personal Services $1,228,700 $70,200 -- $1,298,900 
Employee Related Expenditures 362,100 24,800 -- 386,900 
Other Operating Expenditures 775,800 3,600 $  31,900 811,300 
Equipment    250,000            --            --      250,000 
 Total $2,616,000 $98,600 $31,900 $2,747,100 

 
The General Appropriation Act  also requires ASRS to report on its use of prior year balances.  Laws 
2008, Chapter 291 extended the lapsing period of $1,627,100 in IT Plan funds that had been appropriated 
in previous years through June 30, 2009.  In FY 2009, ASRS intends to use this unspent funding for 
technology upgrades.  ASRS estimates spending $1,195,500 of this $1,627,100 amount in FY 2009.  Any 
funds that remain unspent at the end of FY 2009 will lapse back into the ASRS Administration Account. 
 
ASRS also received a $1,154,800 allocation in FY 2009 for IT plan upgrades in the FY 2008 General 
Appropriation Act. 
 
RS/MZ:ss 
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DATE:  August 08, 2008 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Juan Beltran, Fiscal Analyst 
 
SUBJECT: Arizona Department of Transportation – Review of Third Party Progress Report 
 
Request 
 
Pursuant to a footnote in the FY 2008 General Appropriation Act, the Arizona Department of 
Transportation (ADOT) requests review of its semiannual progress report for the second half of FY 2008 
regarding increasing third party transactions.  Motor Vehicle Division (MVD) third parties allow the 
public to conduct certain MVD transactions through private sector third party entities instead of using 
MVD customer service offices. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the second half report, given 
the progress ADOT is making in increasing its use of third parties.   
 
Analysis 
 
Third Party Title Transactions Quality Assurance 
The section’s backlog of title transactions decreased from 31 business days in FY 2006 to 11 business 
days in FY 2007 to 10 business days in the 4th quarter of FY 2008.  
 
ADOT is processing applications for 59 entities who are interested in becoming third parties.  There are 
currently 122 third parties, including 21 new third parties added in FY 2008.  Of those 21 new third 
parties, 6 of them were added in the second half of FY 2008. 
 
Third Party Vehicle Identification Number Inspections 
ADOT is currently processing applications for 40 entities who are interested in becoming third parties.  
There are currently 475 existing third parties, including 31 new third parties added in FY 2008.  Of those 
31 new third party offices, 6 of them were added in the second half of FY 2008.  ADOT’s FY 2009 
appropriation includes an increase of 2 FTE positions for new title and vehicle identification number 
inspection third parties. 
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Third Party Driver Schools 
ADOT has eliminated the waiting list for new commercial and non-commercial driver schools and driver 
license examiners.  There are currently 65 professional driving schools, including 1 new driving school 
added in the second half of FY 2008. 
 
MVD licenses traffic survival schools and certifies instructors.  Their approved staffing has not changed 
from FY 2005.  Drivers with certain traffic violations are required by MVD or a court to attend and 
successfully complete a traffic survival school in order to avoid driver’s license suspension.  There are 
currently 77 traffic survival school third parties which remain unchanged from the 2nd quarter, and 80 
entities remain on the waiting list.  ADOT’s FY 2009 appropriation includes an increase of 2 FTE 
positions to eliminate the third party waiting list for traffic survival schools. 
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